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Annual Financial Statements for the year ended June 30, 2012 



The accounUng officer is required by the Munidpal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is t^sponsiWe for the content and integrity of the annual financial statements and related financial 
information included in this report. It Is the responsibflity of the accounting officer to ensure that the annual financial statement 
faiily present the state of affairs of the munidpaiity as at ttie end of the financial year and the resulte of its operations and cash 
flows for the period then ended. The external auditcffs are engaged to express an independent opinion on the annual financial 
statements and was given unrestricted access to all finandai recoms and related data. 

The annua! finanda! statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounfing policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer ad<nQWledges that he is uttimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a deariy 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout frie municipality and all employees are required to maintain the highest eUiical 
standards in er\suring the municipality's business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring ail known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimi^ it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
interna! control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to June 30. 2013 and, in the light of this 
review and the current finandai position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The annual finandai statements set out on pages 5 to 28 which have been prepared on the going concern basis, were 
approved by ^e accounting officer on 31 August, 2012 and were signed on its behalf by; 
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Annual Financial Statements for the year ended 30 June 2012 

Accounting Officer's Report 


The accounting officer submits his report for the year ended 30 June 2012. 

1 . Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 

2. Accounting Officer 

The accounting officer of the municipality during the year and to the date of this report is as follows: 


Name 

Devan Pillay 


Nationality 
South African 




Mkhambathini Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Statement of Financial Position 

Figures in Rand 


Assets 

Current Assets 

Other debtors 
VAT receivable 
Consumer debtors 
Cash and cash equivalents 


Non-Current Assets 

Property, plant and equipment 
Intangible assets 


Total Assets 

Liabilities 

Current Liabilities 

Other financial liabilities 
Trade and other payables 
Unspent conditional grants and receipts 
Bank overdraft 


Total Liabilities 
Net Assets 

Net Assets 
Revaluation reserve 
Accumulated surplus 
Total Net Assets 


Note(s) 

2012 

2011 

6 

596 749 

1 662 227 

7 

594 247 

2 306 708 

8 

1 712 934 

2 150 674 

9 

10 831 927 

4 486 467 


13 735 857 

10 606 076 

3 

58 332 040 

50 873 504 

4 

- 

364 912 


58 332 040 

51 238 416 


72 067 897 

61 844 492 



• 

88 360 

12 

2 947 099 

2 663 179 

11 

5 945 849 

3 129 976 

9 

• 

343 286 


8 892 948 

6 224 801 


8 892 948 

6 224 801 


63 174 949 

55 619 691 

10 

14 986 809 

15 647 611 


48 188 140 

39 972 080 


63 174 949 

55 619 691 
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Statement of Financial Performance 


Figures in Rand 

Note(s) 

2012 

2011 

Revenue 

Property rates 

13 

4 880 515 

4 149 989 

Fines 


66 270 

85 170 

Licences and permits 


2 580 691 

2 299 571 

Government grants & subsidies 

14 

41 641 983 

34 482 288 

Commissions received 


4 857 

5 998 

Other income 


286 602 

490 115 

Interest received 

19 

754 332 

372 481 

Gains on disposal of assets 


4 507 

69 600 

Total Revenue 


50 219 757 

41 955 212 

Expenditure 

Employee Related Cost 

17 

(15 269 888) 

(13 636 979) 

Remuneration of councillors 

18 

(3 643 027) 

(3 262 323) 

Depreciation and amortisation 


(2 434 762) 

(1 970 194) 

Impairment loss 


(2 097 350) 

- 

Finance costs 


(44 640) 

- 

Debt impairment 


(835 572) 

(396 957) 

Repairs and maintenance 


(696 716) 

(369 347) 

Contracted services 


(42 082) 

- 

Grants and subsidies paid 


(8 385 833) 

(3 745 721) 

General Expenses 

16 

(6 745 995) 

(5 884 987) 

Total Expenditure 


(40 195 865) 

(29 266 508) 

Surplus for the year 


10 023 892 

12 688 704 
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Mkhambathini Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Statement of Changes in Net Assets 


Figures in Rand 

Revaluation 

Reserve 

Accumulated 

Surplus 

Total Net 

Assets 

Balance 30 June 2010 

1,775,574 

25,478,568 

27,254,142 

Correction of prior year error 

-1,289,877 

- 

-1,289,877 

Restated Balance 01 July 2010 

485,697 

25,478,568 

25,964,265 

Revaluation 

15,167,259 

- 

15,167,259 

Surplus for the year 

- 

12,688,700 

12,688,700 

Balance 30 June 2011 

15,652,956 

38,167,268 

53,820,224 

Prior year corrections 

- 

-3,020.00 

-3,020 

Restated Balance 01 July 2011 

15,652,956 

38,164,248 

53,817,204 

Fairvalue gains (losses) 

-666,147 

- 

-666,147 

Surplus for the year 

- 

10,023,892 

10,023,892 


14,986,809 

48,188,140 

63,174,949 


7 


IVIkhambathini Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Cash Flow Statement 

Figures in Rand 

Cash flows from operating activities 

Receipts 

Vat Received 

Sale of goods and services 
Grants 

Interest Recieved - investment 
Other receipts 
Other cash item 


Payments 
Employee costs 
Suppliers 
Finance costs 

Net cash flows from operating activities 

Cash flows from investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 

Net cash flows from investing activities 

Cash flows from financing activities 

Proceeds from other financial liabilities 
Repayment of other financial liabilities 

Net cash flows from financing activities 

Net increase/fdecrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


Note{s) 


21 


3 

3 


2012 

2011 

4 505 248 


28 141 420 

24 087 441 

20 279 846 

13 610 725 

754 332 

361 621 

- 

86 261 

- 

387 399 

53 680 846 

38 533 447 


(18 235 736 ) 
(17 002 135 ) 
(44 640 ) 

(16 899 302 ) 
(7 174 693 ) 

(35 282 511 ) 

(24 073 995 ) 

18 398 335 

14 459 452 


(11 820 276) 
199 047 

(10 408 381) 
69 600 

(11 821 229) 

(10 338 781) 


62 449 

- 

(150 809) 

88 360 

(88 360) 

88 360 

6 688 746 

4 209 031 

4 143 181 

(65 850) 

10 831 927 

4 143 181 
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iVIkhambathini Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1. Presentation of Annual Financial Statemente 

The annual financial statements have been prepared in accordance with the effective Standards of Generally Recognised 
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards 


These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied, are disclosed below. 

These accounting policies are consistent with the previous period. 

1.1 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates 
which may be material to the annual financial statements 


1.2 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrash-ucture assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. ® 

The cost of an item of property, plant and equipment is recognised as an asset when: 

♦ it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost), if the 
acquired item s fair value was not determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

When significarit components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 
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IVikhambathini Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.2 Property, plant and equipment (continued) 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

The useful lives of items of property, plant and equipment are assessed annually. Any change in the remaining useful life is 
accounted for in terms of GRAP 3. Change in Estimate; 

All assets are deemed to have a 20% residual value as they are expected to be used right up till the end of their useful lives. 

Property, plant and equipment, is stated at cost less accumulated depreciation.except land, which is revalued as indicated 
below. Land is not depreciated as it is deemed to have an indefinite life.Depreciation is calculated on cost, using the straight- 
line method over the estimated useful lives of the assets.The annual depreciation rates are based on the following estimated 
asset lives, which lives are reviewed annually: 


item 

Years 

Buildings 

• Buildings 

30-40 

Plant and machinery 

• Brushcutters and lawn mowers 

3-15 

• Tractors 

10-20 

• Guardrails 

15 

• Other 

3-15 

Furniture and fixtures 

• Chairs and sofas 

5-15 

• Bookshelves and cabinets 

7-15 

• Desks and tables 

7-15 

Motor vehicles 

• Motor vehicles 

5-10 

Office equipment 

• Printers 

3-7 

• Cameras 

3-7 

• Video Cameras 

3-7 

• Airconditionerss 

3-7 

• Other 

3-7 

IT equipment 

• Laptops 

3-7 

• Desktops 

3-7 

• Central Processing Unit 

3-7 

• Monitors 

3-7 

Infrastructure 

• Roads and Paving 

10-30 

• Stormwaters 

20-25 

Community 

• Buildings 

20 

• Swimming Pools 

20 

• Taxi Rank 

20 

e Sportsfields 

10-15 

• Shelters 

Security Measures 

• Wails 

30 

• Gates and Fencing 

10-15 

Bins and containers 

• Parkhomes 

10-15 


The gain or loss arising on the disposal or retirement of an item of property.plant and equipment is determined as the 
difference between the sales proceeds and carrying value and is recognised in the Statement of Financial Performance. 


10 



Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.2 Property, plant and equipment (continued) 

• Review of useful life of items of property, plant and equipment is done annually 

• Review of depreciation method applied to property, plant and equipment is done annually. 

• Testing for impairment of property, plant and equipment is done annually. 

Revaluation of land 

Land is stated at the values reflected In the valuation roll. The effective date of the last revaluation was 1 March 2009. The 
valuation of land was performed by the Municipal Valuer. 

Work in progress 

Work in progress is carried under Property. Plant and Equipment. Work in Progress is initially recognized at cost. Subsequent 
to recognition, Work in Progress is carried using the cost model, however, no depreciation is calculated on Work in Progress. 
Projects are transferred from Work in Progress to the respective asset category only when completed, and only then will 
depreciation commence. 

The balance of unrecognized amount of capital work-in-progress compared to the contracted full price is disclosed as capital 
commitment. 


1.3 Financial instruments 
Trade and other Receivables 

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the 
effective interest rate method. 

Trade and other receivables are classified as loans and receivables. 

An estimate is made for doubtful receivables based on a review of all outstanding amounts at year-end. Bad debts are written 
off during the year in which they are identified. Amounts Uiat are receivable within 12 months from the reporting date are 
classified as current. 


Cash and cash equivalents 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments that are held with 
registered banking institutions with maturities of three months or less and are subject to an insignificant risk of change in value. 

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise cash on hand, deposits held on cal! with 
banks and investments in financial instruments, net of bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as incurred. 

Bank overdraft and borrowings 

Bank overdrafts and borrowings are Initially measured at fair value, and are subsequently measured at amortised cost, using 
the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement or 
redemption of borrowings is recognised over the term of the borrowings in accordance with the municipality's accounting policy 
for borrowing costs. 

1.4 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potenhal through depreciation (amortisation). 
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Mkhambathini Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


14 impairment of cash-generating assets (continued) 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depredable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to set! and its value in use, 
Useful life is either; 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follows: 
Identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also test a cash-generating intangible asset with 
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the same time every year, If an intangible 
asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the end 
of the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived 
from continuing use of the asset and from its ultimate disposal and ttie municipality applies the appropriate discount rate to 
those future cash flows. 

Basis for estimates of future cash flows 

in measuring value in use the municipality; 

• base cash flow projections on reasonable and supportable assumptions that represent management's best estimate 
of the range of economic conditions that will exist over the remaining useful life of the asset. Greater weight is given 
to external evidence; 

• base cash flow projections on tiie most recent approved financial budgets/forecasts, but excludes any estimated 
future cash inflows or outflows expected to arise from future restructuring's or from improving or enhancing the 
asset's performance. Projections based on these budgets/forecasts covers a maximum period of five years, unless a 
longer period can be justified; and 

• estimate cash flow projections beyond the period covered by the most recent budgets/forecasts by extrapolating the 
projections based on the budgets/forecasts using a steady or dedining growth rate for subsequent years, unless an 
increasing rate can be justified. This growth rate does not exceed the long-term average growth rate for the 
products, industries, or country or countries in which the entity operates, or for the market in which the asset is used, 
unless a higher rale can be justified. 
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Mkhambathini Municipality 

Annual Financial Statements for the year erxled 30 June 2012 

Accounting Policies 


1.4 impairment of cash-generating assets (continued) 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the 
current risk-free rate of interest and the risks specific to ttie asset for which the future cash flow estimates have not been 
adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less Sian its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit 

Any impairment loss of a revalued cash-generating asset Is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 

Cash-generating units 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset, if it is not 
possible to estimate the recoverable amount of the individual asset, the municipality determines the recoverable amount of the 
cash-generating unit to which the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as a 
cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash- 
generating unit are affected by internal transfer pricing, the municipality use management's best estimate of future price(s) that 
could be achieved in arm's length transactions in estimating; 

• the future cash inflows used to determine the asset's or cash-generating unit's value in use; and 

• the future cash outflows used to determine the value in use of any other assets or cash-generating units that are 
affected by the internal transfer pricing. 

Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a change 
is justified. 

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of the 
cash-generating unit is determined. 

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on a 
pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as 
impairment losses on individual assets. 

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of: 

• its fair value less costs to sell (if determinable); 

• its value in use (if determinable); and 
® zero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other 
cash-generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non- 
cash-generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable 
amount of the cash-generating unit. 
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Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.4 Impairment of cash-generating assets (continued) 

Reversal of impairment loss 

The municipality assess at each reporting date \fl4^ether there is any indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity 
estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset's recoverable amount since die last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 
the lower of; 

• its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to 
the other assets of the unit. 

Redesignatlon 

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset 
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate. 

1 .5 Impairment of non-cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commerciai 
return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 
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1.5 impairment of non-cash-generating assets (continued) 

Depreciation (Amortisation) is the systematic allocation of the depredable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use. 
Useful life is either; 

(a) the period of lime over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish non-cash-generating assets from cash-generating assets are as follow: 
identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
impaired, If any such indication exists, the municipality estimates the recoverable service amount of the asset. 

Irrespective of whether there is any indication of impairment, the entity also test a non-cash-generating intangible asset with an 
indefinite useful life or a non-cash-generating Intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable service amount. This impairment test is performed at the same time every year, If an 
intangible asset was initially recognised during the current reporting period, that intangible asset was tested for impairment 
before the end of the current reporting period. 

Value in use 

Value in use of an asset is the present value of the asset’s remaining service potential. 

The present value of the remaining service potential of an asset is determined using the following approach; 

Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset’s gross service potential. This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an “optimised" basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services 
the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for 
goods or services the asset provides. The detenmination of the replacement cost or reproduction cost of an asset on an 
optimised basis thus reflects the service potential required of the asset. 
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1 .5 Impairment of non-cash-generating assets (continued) 

Recognition and measurement 

If the recoverable service amount of a non-cash^enerating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit 

Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to 
vi/hich it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generafing asset's revised carrying amount, less its residual value (if any}, 
on a systematic basis over its remaining useful life. 

Reversal of an impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset's recoverable service amount since the last impairment loss was recognised, The 
carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment loss, 
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the 
asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit, 

Any reversal of an impairment loss of a revalued non-cash-generaling asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) chaise for the non-cash-generating asset 
is adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 

Redesignation 

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset 
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate. 

1.6 Employee benefits 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees. 

A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in the Standard 
of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to pay or fund 
employee benefits under a defined benefit plan and are not available to the reporting entity’s own creditors (even in liquidation) 
and cannot be paid to the reporting entity, unless either 

• the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit 
obligations; or 

• the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid. 

Termination benefits are employee benefits payable as a result of either 

• an entity’s decision to terminate an employee's employment before the normal retirement date; or 

• an employee’s decision to accept voluntary redundancy in exchange for those benefits. 

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 
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1.6 Employee benefits (continued) 

Vested employee benefits are employee benefits that are not conditional on future employment. 

Composite social security programmes are established by legislation and operate as multi-employer plans to provide post- 
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by employees. 

A constructive obligation is an obligation that derives from an entity's actions where by an established pattern of past practice, 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain 
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge 
those responsibilities. 

Post-employment benefits; Defined contribution plans 

Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a separate 
entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior periods. 

When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution payable to 
a defined contribution plan in exchange for that service; 

• as a liability (accrued expense), after deducting any contribution already paid, if the contribution already paid 
exceeds the contribution due for service before the reporting date, an entity recognise that excess as an asset 
(prepaid expense) to the extent that the prepayment will lead to. for example, a reduction in future payments or a 
cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 

Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the reporting 
period in which the employees render the related service, they are discounted. The rate used to discount reflects the time value 
of money. The currency and term of the financial instrument selected to reflect the time value of money is consistent with the 
currency and estimated term of the obligation. 

Contribution to the Natal Joint Provided Fund (NJPF) and are made as follows; 

Current 


Provident 1 - 30 Members > 5% Council - 9% 
Provident 2-7 Members - 7% Council - 13.65% 
Provident 3-2 Members - 9.25% Council 18.04% 
Retirement 


2 Members - 7% Council - 13.65% 

Superannuatio n 

32 Members - 9.25% Council - 25% 

1.7 Provisions and contingencies 
Provisions are recognised when; 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 

1.8 Revenue Recognition 

Revenue was recognised at cost, and no interest was recognised as a result of any time value of money adjustments. 
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1.8 Revenue Recognition (continued) 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
Revenue from Exchange Transaction 

interest and rentals are recognised on a time proportion basis.Revenue arising from the application of the approved tariff of 
charges is recognised when the relevant service is rendered by applying the relevant tariffs by Council. This includes the 
Income for agency services is recognised on a monthly basis once the income collected on behalf of agents has been 
quantified.The income recognised is in teirns of the agency agreement. Revenue from the sale of goods is recognised when 
the risk is passed to the consumer. Revenue from public contributions is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and equipment, when such items of property, 
plant and equipment are brought into use. Where public contributions have been received but the Municipality has not met the 
condition, a liability is recognised. 

Revenue from non-exchange transaction 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another entity 
without directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally 
recognised to the extent that the related receipt or receivable qualifies for recognition as an asset and there is no liability to 
repay the amount 

Revenue from property rates is recognised when the legal entitlement to this revenue arises.Coliection charges are recognised 
when such amounts are legally enforceable.Penalty interest on unpaid rates is recognised on the time proportion 
basis. Donations are recognised on a cash receipt basis or where the donation is in the form of property. plant and equipment 
when such items of property, plant and equipment are brought into use.Contributed property, plant and equipment is recognised 
when such items of property, plant and equipment are brought into use.Revenue from the recovery of unauthorised, irregular, 
fruitless and wasteful expenditure is based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the responsible councillors or officials 
Is virtually certain. 

Fines constitute both spot fines and summons. Revenue from spot fines and summons is recognised when payment is 
received. There's uncertainty regarding full recoverability of outstanding fines and summons. Spot fines are usually not given 
directly to an offender. Further legal processes have to be undertaken before the spot fine is enforceable, In respect to 
summon, the Public Prosecutor can decide whether to waive the fine, reduce it or prosecute for non-payment by the offender. 


1.9 Borrowing costs 

It is inappropriate to capitalise borrowing costs when, and only when, there is dear evidence that it is difficult to link the 
borrowing requirements of an entity directly to the nature of the expenditure to be funded i.e. capital or current. 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.10 Comparative information 
Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is amended, prior period comparative 
amounts are reclassified. The nature and reason for the reclassification prior period comparative amounts are reclassified. The 
nature and reason for the reclassification is disclosed. 

1.11 Unauthorised expenditure 

Unauthorised expenditure means; 

• overspending of a vote or a main division witttin a vote; and 

* expenditure not in accordance with the purpose of a vote or. in the case of a main division, not in accordance with 
the purpose of the main division. 
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1.11 Unauthorised expenditure (continued) 

Ail expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. Tlie e>qoenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.12 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wastehji e)q>enditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.13 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56of 2003) the 
Municipal Systems Act (Act No. 32 of 2000).the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
Municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. irregular expenditure 
is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted 
for as revenue in the Statement of Financial Performance. 

1.14 Presentation of currency 

These annual financial statements are presented in South African Rand. 

1.15 Revaluation reserve 

The surplus arising from the revaluation of land is credited to a non-distributabte reserve. On disposal, the net revaluation 
surplus is transferred to accumulated surplus/(deficit) while gains or losses on disposal, based on revalued amounts, are 
credited or charged to the Statement of Financial Performance. 

1.16 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the Municipality 
has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the 
criteria, conditions or obligations have not been met, a liability is recognised. 

1.17 Related parties 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of the constitutional independence of tfie three spheres of government in South Africa, 
only entities within the national sphere of government are considered to be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged with the governance of the municipality in accordance with legisiaUon, in instances where they are required to 
perform such functions. 

Close members of the family of a person are considered to be ttiose family members who may be expected to influence, or be 
influenced by, that management in their dealings with tfie municipality. 

Only transactions with reiated parties not at arm’s length or not in the ordinary course of business are disclosed. 


1.18 Capital Commitments 

Capita! Commitments are disclosed in the annual finandat statements when they have been approved and contracted for. 
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2. New standards and interpretations 

2.1 Standards and interpretations effective and adopted in the current year 

in the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations; 

IGRAP 1: Interpretation of GRAP: Applying the Probability Test on Initial Recognition of Exchange Revenue 

An entity assesses the probability of each transaction on an individual basis when it occurs. Entities shall not assess the 
probability on an overall level based on the payment history of recipients of the service in general when the probability of 
revenue is assessed at initial recognition. 

The full amount of revenue will be recognised at initial recognition. Assessing impairment is an event that takes place 
subsequently to initial recognition. Such impairment is an expense. Revenue is not reduced by this expense. 

The impact of the interpretation is not material. 

IGRAP 2: Changes in Existing Decommissioning, Restoration and Similar Liabilities 

The interpretation applies to changes in the measurement of any existing decommissioning, restoration or similar liability 
that is both: 

• recognised as part of the cost of an item of property, plant and equipment in accordance with the Standard of 
GRAP on Property, Plant and Equipment (as revised in 2010); and 

• recognised as a liability in accordance with the Standard of GRAP on Provisions, Contingent Liabilities and 
Contingent Assets (as revised in 2010) . 

The interpretation addresses how the effect of the following events that change the measurement of an existing 
decommissioning, restoration or similar liability should be accounted for: 

• a change in the estimated outflow of resources embodying economic benefits (e.g, cash flows) or service 
potential required to settle the obligation; 

• a change in the current maii<et-based discount rate as defined in paragraph .52 of the Standard of GRAP on 
Provisions, Contingent Liabilities and Contingent Assets (as revised in 2010) (this includes changes in the time 
value of money and the risks specific to the liability); and 

• an increase that reflects the passage of time (also referred to as the unwinding of the discount). 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

IGRAP 3; Determining Whether an Arrangement Contains a Lease 

This interpretation of the Standards of GRAP does not apply to arrangements that are, or contain, teases excluded from the 
scope of the Standard of GRAP on Leases (as revised in 2010). 

The issues addressed in this Interpretation of the Standards of GRAP are; 

• how to determine whether an airangement is, or contains, a lease as defined in the Standard of GRAP on 
Leases (as revised in 2010); 

• when the assessment or a reassessment of whether an arrangement is, or contains, a lease should be made; 
and 

• if an arrangement is, or contains, a lease, how the payments for the lease should be separated from payments 
for any other elements in the arrangement. 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in Uie 2012 annual financial statements. 

IGRAP 4: Rights to Interests Arising from Decommissioning, Restoration and Environmental Rehabilitation Funds 

This interpretation of the Standards of GRAP applies to accounting in the financial statements of a contributor for interests 
arising from decommissioning funds that have both of the following features; 
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2. New standards and interpretations ^continued) 

The issues addressed in this Interpretation of the Standards of GRAP are; 

• the assets are administered separately (eidier by being held in a separate legal entity or as segregated assets 
within another entity): and 

« a contributor's right to access the assets is resWcted. 

A residual interest in a fund that extends beyond a right to reimbursement, such as a right to distributions once all the 
decommissioning has been completed or on winding up the fund, may be an equity instrument within the scope of the 
Standard of GRAP on Financial Instruments and is not within the scope of this Interpretation of the Standards of GRAP. 

The issues addressed in this Interpretation of the Standards of GRAP are: 

• how should a contributor account for its interest in a fund? 

• when a contributor has an obligation to make additional contributions, for example, in the event of the liquidation 
of another contributor, how should that obligation be accounted for? 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

IGRAP 5: Applying the Restatement Approach under the Standard of GRAP on Financial Reporting in 
Hyperinflationary Economies 

This interpretation of the Standards of GRAP provides guidance on how to apply the requirements of the Standard of GRAP 
on Financial Reporting in Hyperinflationary Economies (as revised in 2010) in a reporting period in which an entity identifies 
the existence of hyperinflation in the economy of its functional currency, when that economy was not hyperinflationary in the 
prior period, and the entity therefore restates its financial statements in accordance with the Standard of GRAP on Financial 
Reporting in Hyperinflationary Economies (as revised in 2010). 

The questions addressed in this Interpretation of the Standards of GRAP are: 

• how should the requirement ‘... stated in terms of the measuring unit current at the reporting date' in paragraph 
.10 of the Standard of GRAP on Financial Reporting in Hyperinflationary Economies (as revised in 2010) be 
interpreted when an entity applies the Standard of GRAP? 

• a contributor's right to access the assets is restricted. 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

IGRAP 6: Loyalty Programmes 

This Interpretation of the Standards of GRAP applies to customer loyalty award credits that 

• an entity grants to its customers as part of a transaction, i.e. a sale of goods, rendering of services, use by a 
customer of entity assets; and 

• subject to meeting any further qualifying conditions, the customers can redeem in the future for free or 
discounted goods or services. 

The Interpretation of the Standards of GRAP addresses accounting by the entity that grants award credits to its customers. 

The issues addressed in this interpretation of the Standards of GRAP are: 

• whether the entity's obligation to provide free w discounted goods or services ('awards') in the future should be 
recognised and measured by 

- allocating some of the consideration received or receivable from the sales transaction to the award credits 
and deferring the recognition of revenue (^plying Uie Standard of GRAP on Revenue from Exchange 
Transactions (as revised in 2010) and the Standard of GRAP on Revenue from Non-exchange Transactions 
(Taxes and Transfers); or 

- providing for the estimated future costs of supplying the awards; and 

• if consideration is allocated to the award credits: 

• how much should be allocated to them; 

when revenue should be recognised; and 

- if a third party supplies the awards, how revenue should be measured. 


21 





IVIkhambathini Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Notes to the Annual Financial Statements 


2. New standards and interpretations (continued) 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements. 

IGRAP 8: Agreements for the Construction of Assets from Exchange Transactions 

This Interpretation applies to the accounting for revenue and associated expenses by entities that undertake the 
construction of assets in exchange transactions directly or through subcontractors. The construction of assets entered into 
by entities where funding to support the construction activity will be provided by an appropriation or similar allocation of 
general government revenue or by aid or grant Rinds are excluded from the scope of this Interpretation of the Standards of 
GRAP. 

Agreements in the scope of this Interpretation of the Standards of GRAP are agreements for the construction of assets in 
exchange transactions. In addition to the consfruction of assets in exchange transactions, such agreements may include 
the delivery of other goods or services. 

The Interpretation of the Standards of GRAP addresses two issues; 

• Is the agreement within the scope of the Standard of GRAP on Construction Contracts (as revised in 201 0) or the 
Standard of GRAP on Revenue from Exchange Transactions (as revised in 2010)? 

• When should revenue from the construction of assets in exchange transactions be recognised? 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements, 

IGRAP 9: Distributions of Non-cash Assets to Owners 

This Interpretation of the Standards of GRAP applies to the following types of non-reciprocal distributions of assets by an 
entity to its owners acting in their capacity as owners: 

• distributions of non-cash assets (e.g. items of property, plant and equipment, entity combinations as defined in 
the Standard of GRAP on Entity Combinations, ownership interests in another entity or disposal groups as 
defined in the Standard of GRAP on Non-current Assets Held for Sale and Discontinued Operations (as revised 
in 2010)); and 

• distributions that give owners a choice of receiving either non-cash assets or a cash alternative, 

This Interpretation of the Standards of GRAP applies only to distributions in which all owners of the same class of residua! 
interests are treated equally. 

This Interpretation of the Standards of GRAP does not apply to a distribution of a non-cash asset that is ultimately 
controlled by the same party or parties before and after the distribution. This exclusion applies to the separate, individual 
and consolidated financial statements of an entity that makes the distribution. 

This Interpretation of the Standards of GRAP does not apply when the non-cash asset is ultimately controlled by the same 
parties both before and after the distribution. The Standard of GRAP on Entity Combinations states that 'A group of 
individuals shall be regarded as controlling an entity when, as a result of binding arrangements, they collectively have the 
power to govern its financial and operating policies so as to obtain benefits from its activities.' Therefore, for a distribution to 
be outside the scope of this Interpretation of the Standards of GRAP on the basis that the same parties control the asset 
both before and after the distribution, a group of individual owners receiving the distribution must have, as a result of 
binding arrangements, such ultimate collective power overfrie entity making the distribution. 

This Interpretation of the Standards of GRAP does not apply when an entity distributes some of its ownership interests in a 
controlled entity but retains control of the controlled entity. The entity making a distribution that results in the entity 
recognising a minority interest in its controlled entity accounts for the distribution in accordance with the Standard of GRAP 
on Consolidated and Separate Financial Statements. 

This Interpretation of the Standards of GRAP addresses only the accounting by an entity that makes a non-cash asset 
distribution. It does not address the accounting by owners who receive such a distribution. 
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2. New standards and interpretations (continued) 

When an entity declares a dividend or similar distribution and has an obligation to distribute the assets concerned to its 
owners, it must recognise a tiabiiity for the dividend or similar distribution payable. Consequently, this interpretation of the 
Standards of GRAP addresses the following issues: 

• When should the entity recognise the dividend or similar distribution payable? 

• How should an entity measure the dividend or similar distribution payable? 

• When an entity settles the dividend or similar distribution payable, how should it account for any difference 
between the carrying amount of the assets distributed and the carrying amount of the dividend or similar 
distribution payable? 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements, 

IGRAP 10: Assets Received from Customers 

This Interpretation of the Standards of GRAP applies to the accounting for the receipt of items of property, plant and 
equipment by entities that receive such assets from their customers. 

Agreements within the scope of this Inteipretation of the Standards of GRAP are ftiose in which an entity receives from a 
customer an item of property, plant and equipment that the entity must then use either to connect the customer to a network 
or to provide the customer with ongoing access to a supply of goods or services, or to do both. 

This Interpretation of the Standards of GRAP also applies to agreements in which an entity receives cash from a customer 
when that amount of cash must be used only to construct or acquire an item of property, plant and equipment and the entity 
must then use the item of property, plant and equipment either to connect the customer to a network or to provide the 
customer with ongoing access to a supply of goods or services, or to do both. 

This Interpretation of the Standards of GRAP does not apply to agreements in which the receipt occurs as part of a non- 
exchange transaction as defined in the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers), or infrastructure used in a public-private partnership agreement (see the Guideline on Accounting for Public- 
private Partnerships), or assets received in a transfer of functions. 

The Interpretation of the Standards of GRAP addresses the following issues; 

• Is the definition of an asset met? 

• If the definition of an asset is met. how should the received item of property, plant and equipment be measured 

on initial recognition? 

• If the item of property, plant and equipment is measured at fair value on initial recognition, how should the 
resulting credit be accounted for? 

• How should the entity account for a receipt of cash from its customer? 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the inteipretation for the first time in the 2012 annual financial statements. 

IGRAP 13: Operating Leases - Incentives 

In negotiating a new or renewed operating lease, the lessor may provide incentives for the lessee to enter into the 

agreement. Examples of such incentives are an up-front cash payment to the lessee or the reimbursement or assumption 

by the lessor of costs of the lessee (such as relocation costs, leasehold improvements and costs associated with a pre- 
existing lease commitment of the lessee). Alternatively, initial periods of the lease term may be agreed to be rent free or at 
a reduced rent. 

The issue is how incentives in an operating lease should be recognised in the financial statements of both the lessee and 
the lessor. 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in die 201 2 annual financial statements. 

IGRAP 14: Evaluating the Substance of Transactions Involving the Legal Form of a Lease 
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2. New standards and interpretations (continued) 

An entity may enter into a transaction or a series of strucbjred transactions (an arrangement) with an unrelated party or 
parties (an investor) that involves the legal form of a lease. For example, an entity may lease assets to an investor and 
lease the same assets back, or alternatively, legally sell assets and lease the same assets back, The form of each 
arrangement and its terms and conditions can vary significantly. In the lease and leaseback example, it may be that the 
arrangement is designed to achieve a tax advantage for the investor that is shared with the entity in the form of a fee, and 
not to convey the right to use an asset. 

When an arrangement with an investor involves the legal form of a lease, the issues are: 

• how to determine whether a series of transactions is linked and should be accounted for as one transaction; 

• whether the arrangement meets the definition of a lease under the Standard of GRAP on Leases (as revised in 
2010); and, if not, 

whether a separate investment account and lease payment obligations that might exist represent assets 
and liabilities of the entity: 

how the entity should account for other obligations resulting from the arrangement; and 
how the entity should account for a fee it might receive from an investor. 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in the 2012 annual financial statements, 

IGRAP 15: Revenue •• Barter Transactions Involving Advertising Services 

An entity (seller) may enter into a barter transaction to provide advertising services in exchange for receiving other services 
from its customer (customer). Advertisements may be displayed on the Internet or poster sites, broadcast on the television 
or radio, published in magazines or journals, or presented in another medium. An example could be where a municipality 
offers advertising services to local businesses in its community newsletters in exchange for repairs and maintenance 
services provided by those businesses. These repair and maintenance services may, for example, take the form of 
repairing and maintaining office buildings or motor vehicles owned by the municipality. 

In some cases, no cash or other consideration is exchanged between the entities. In some other cases, equal or 
approximately equal amounts of cash or other consideration are also exchanged. 

A seller that provides advertising services in the course of its ordinary acliviUes recognises revenue under the Standard of 
GRAP on Revenue from Exchange Transactions (as revised in 2010) from a barter transaction involving advertising when, 
amongst other criteria, the services exchanged are dissimilar in terms of paragraph .18 in the Standard of GRAP on 
Revenue from Exchange Transactions (as revised in 2010) and the amount of revenue can be measured reliably in terms of 
paragraph .20(a) in the Standard of GRAP on Revenue from Exchange Transactions {as revised in 2010). This 
Interpretation of the Standards of GRAP only applies to an exchange of dissimilar services, An exchange of similar 
advertising services is not a transaction that generates revenue under the Standard of GRAP on Revenue from Exchange 
Transactions (as revised in 2010), 

The issue is under what circumstances can a seller reliably measure revenue at the fair value of advertising services 
received or provided in a barter transaction. 

The effective date of the interpretation is for years beginning on or after 01 April 201 1 . 

The municipality has adopted the interpretation for the first time in the 2012 annuai financial statements. 

IGRAP 7; The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction 

This interpretation of the Standards of GRAP applies to all post-employment defined benefits and other long-term employee 
defined benefits. 

For the purpose of this Interpretation of the Standards of GR^, minimum funding requirements are any requirements to 
fund a post-empioyment or other long-term defined benefit plan. 

The issues addressed in this Interpretation of the Standards of GRAP are; 

• When refunds or reductions in future contributions should be regarded as available in accordance with 
paragraph .68 of the Standard of GRAP on Employee Benefits. 

• How a minimum funding requirement might affect the availability of reductions in future contributions 
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2. New standards and interpretations (continued) 

The Interpretation of the Standards of GRAP addresses accounting by the entity that grants award credits to its customers. 
The effective date of the interpretation is for years beginning on or after 01 April 201 3. 

2.2 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are mandatory 
for the municipality’s accounting periods beginning on or after 01 July 2012 or later periods: 

GRAP 18: Segment Reporting 

Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various activities undertaken by the 
municipality. The major classifications of activities identified In budget documentation will usually reflect the segments for 
which an entity reports information to management. 

Segment information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that are in 
line with the municipality’s overaii mission. Geographical segments relate to specific outputs generated, or particular 
objectives achieved, by an entity within a particular region. 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance. 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional institutions, states that no 
comparative segment information need to be presented on initial adoption of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities states that no comparative segment information need to 
be presented on initial adoption of the Standard. Where items have no been recognised as a result of transitional provisions 
under the Standard of GRAP on Property, Plant and Equipment, recognition requirements of this Standard would not apply 
to such items until the transitional provision in that Standard expires. 

Directive 4 ~ Transitional provisions for medium and low capacity municipalities states that no comparative segment 
information need to be presented on initial adoption of the Standard. Where items have not been recognised as a result of 
transitional provisions un the Standard of GRAP on Property, Plant and Equipment and the Standard of GRAP on 
Agriculture, the recognition requirements of the Standard would not apply to such items until the transitional provision in that 
standard expires. 

The effective date of the standard is for years beginning on or after 01 April 201 3. 

The municipality expects to adopt the standard for the first time in the 2014 annual financial statements. 

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more disclosure 
than is currently provided in the annual financial statements. 

GRAP 23: Revenue from Non-exchange Transactions 

The standard or the interpretation is neither relavanl nor applicable to the operations of the municipality . 
it is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 24: Presentation of Budget Information in the Financial Statements 

Subject to the requirements of paragraph .19, an entity shall present a comparison of the budget amounts for which it is 
held publicly accountable and actual amounts either as a separate additional financial statement or as additional budget 
columns in the financial statements currently presented in accordance wiffi Standards of GRAP. The comparison of budget 
and actual amounts shall present separately for each level of legislative oversight; 

» the approved and final budget amounts; 

• the actual amounts on a comparable basis; and 
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2. New standards and interpretations (continued) 

» by way of note disclosure, an explanation of material differences between the budget for which the municipality is 
held publicly accountable and actual amounts, unless such explanation is included in other public documents 
issued in conjunction with the financial statements, and a cross reference to those documents is made in the 
notes. 

Where an entity prepares its budget and annual financial statements on a comparable basis, it includes the comparison as 
an additional column in the primary annual financial statements. Where the budget and annual financial statements are not 
prepared on a comparable basis, a separate statement is prepared called the ‘Statement of Comparison of Budget and 
Actual Amounts’. This statement compares the budget amounts with the amounts in the annual financial statements 
adjusted to be comparable to the budget. 

A comparable basis means that the budget and annual financial statements: 

• are prepared using the same basis of accounting i.e. either cash or accaial; 

• include the same activities and entities; 

• use the same classification system; and 

• are prepared for the same period. 

Compliance with this standard would have had an effect on the presentation only. The budget information is currently 
disclosed in the appendices. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 103: Heritage Assets 

The standard or the interpretation is neither relavant nor applicable to the operations of the municipality. 

It is unlikely that the standard wilt have a material impact on the municipality’s annual financial statements. 

GRAP 21 : Impairment of non-cash*genefating assets 

The standard or the interpretation is neither relavant nor applicable to the operations of the municipality, 
it is unlikely that the standard will have a material impact on the municipality's annual financial statements, 

GRAP 26: Impairment of cash^generating assets 

The standard or the interpretation is neither relavant nor applicable to the operations of the municipality. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 25: Employee benefits 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance. 

The effective date of the standard is for years beginning on or after 01 April 2013. 

The municipality expects to adopt the standard for the first time in the 2014 annual financial statements, 
it is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 104: Financial Instruments 

The standard prescribes recognition, measurement, presentation and disclosure requirements for financial instruments. 
Financial instruments are defined as those contracts that results in a financial asset in one municipality and a financial 
liability or residual interest in another municipality. A key distinguishing factor between financial assets and financial 
liabilities and other assets and liabilities, is that they are settled in cash or by exchanging financial instruments rather than 
through the provision of goods or services. 
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2. New standards and interpretations (continued) 

One of the key considerations in initially recognising ftiancial instruments is the distinction, by the issuers of those 
instruments, between financial assets, financial liabilities and residual interests. Financial assets and financial liabilities are 
distinguished from residual interests because they involve a contractual right or obligation to receive or pay cash or another 
financial instrument. Residual interests entitle an municipality to a portion of another municipality's net assets in the event of 
liquidation and, to dividends or similar distributions paid at management's discretion. 

In determining whether a financial instrument is a financial asset, financial liability or a residual interest, an municipality 
considers the substance of the contract and not just the legal form. 

Where a single instrument contains both a liability and a residual interest component, the issuer allocates the instrument 
into its component parts. The issuer recognises the liability component at its fair value and recognises the residual interest 
as the difference between the carrying amount of the insfrument and the fair value of the liability component. No gain or 
loss is recognised by separating the instrument into its component parts. 

Financial assets and financial liabilities are initially recognised at fair value. Where an municipality subsequently measures 
financial assets and financial liabilities at amortised cost or cost, transactions costs are included in the cost of the asset or 
liability, 

The transaction price usually equals the fair value at initial recognition, except in certain circumstances, for example, where 
interest free credit is granted or where credit is granted at a below market rate of interest. 

Concessionary loans are loans either received by or granted to another municipality on concessionary terms, e.g. at low 
interest rates and flexible repayment terms. On initial recognition, the fair value of a concessionary loan is the present value 
of the agreed contractual cash flows, discounted using a market related rate of interest for a similar transaction. The 
difference between the proceeds either received or paid and the present value of the contractual cash flows is accounted 
for as non-exchange revenue by the recipient of a concessionary loan in accordance with Standard of GRAP on Revenue 
from Non-exchange Revenue Transactions (Taxes and Transfers), and using the Framework for the Preparation and 
Presentation of Financial Statements (usually as an expense) by the grantor of the loan. 

Financial assets and financial liabilities are subsequently measured either at fair value or, amortised cost or cost. An 
municipality measures a financial instrument at fair value if it is: 

• a derivative: 

• a combined instrument designated at fair value, i.e. an instrument that includes a derivative and a non-derivative 
host contract; 

• held-for-trading; 

• a non-derivative instrument with fixed or determinable payments that is designated at initial recognition to be 
measured at fair value; 

• an investment in a residual interest for which fair value can be measured reliably; and 

• other instruments that do not meet the definition of financial instruments at amortised cost or cost, 

Derivatives are measured at fair value. Combined instruments that include a derivative and non-derivative host contract are 
accounted for as follows; 

• Where an embedded derivative is included in a host contract which is a financial instrument within the scope of 
this Standard, an entity can designate the entire contract to be measured at fair value or, it can account for the 
host contract and embedded derivative separately using GRAP 104. An municipality is however required to 
measure the entire instrument at fair value if the fair value of the derivative cannot be measured reliably. 

• Where the host contract is not a financial instrument within the scope of this Standard, the host contract and 
embedded derivative are accounted for separately using GRAP 104 and the relevant Standard of GRAP. 

Financial assets and financial liabilities that are non-deiivative instruments with fixed or determinable payments, for 
example deposits with banks, receivables and payables, are measured at amortised cost. At initial recognition, an 
municipality can however designate such an instrument to be measured at fair value. 

A municipality can only measure investments in residual interests at cost where the fair value of the interest cannot be 
determined reliably. 

Once an municipality has classified a financial asset or a financial liability either at fair value or amortised cost or cost, it is 
only allowed to reclassify such instruments in limited instan<»s. 

An entity derecognises a financial asset, or the specifically identified cash flows of an asset, when: 
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2. New standards and interpretations (continued) 

• the cash flows from the asset expire, are settled or waived; 

• significant risks and rewards are transferred to anottier party; or 

• despite having retained significant risks and rewards, an municipality has transferred control of the asset to 
another municipality. 

An municipality derecognises a financial liability when the obligation is extinguished. Exchanges of debt instruments 
between a borrower and a lender are treated as the extinguishment of an existing liability and the recognition of a new 
financial liability, Where an municipality modifies the term of an existing financial liability, it is also treated as the 
extinguishment of an existing liability and the recognition of a new liability. 

An municipality cannot offset financial assets and financial liabilities in the statement of financial position unless a legal right 
of set-off exists, and the parties intend to settle on a net basis. 

GRAP 104 requires extensive disclosures on the significance of financial instruments for an municipality’s statement of 
financial position and statement of financial perfomiance. as well as the nature and extent of the risks that an municipality is 
exposed to as a result of its annual financial statements. Some disdosures, for example the disclosure of fair values for 
instruments measured at amortised cost or cost and the preparation of a sensitivity analysis, are encouraged rather than 
required. 

GRAP 104 does not prescribe principles for hedge accounting. An municipality is permitted to apply hedge accounting, as 
long as the principles in IAS 39 are applied. 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance. 

The effective date of the standard is for years beginning on or after 01 April 2012. 

The municipality expects to adopt the standard for the first time in the 2013 annua! financial statements, 

The adoption of this amendment is not expected to impact on the results of the municipality, but may result in more 
disclosure than is currently provided in the annual financial statements. 

3. Property, plant and equipment 



2012 


2011 

Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Land 

1 158 000 

- 

1 158 000 

1 668 000 

. 

1 668 000 

Buildings 

8 381 601 

(1 125 756) 

7 255 745 

8 381 501 

(960 823) 

7 420 678 

Other Assets 

4 370 437 

(1 539 826) 

2 830 611 

3 419 874 

(1 491 117) 

1 928 757 

Roads and Paving 

26 805 647 

(1 974 587) 

24 831 060 

25 391 591 

(964 886) 

24 426 705 

Work in Progress 

260 203 

- 

260 203 

3 757 551 

- 

3 757 551 

Community Assets 

24 201 398 

(2 204 977) 

21 996 421 

13 689 863 

(2 018 050) 

11 671 813 

Total 

65 177 186 

(6 845146) 

58 332 040 

56 308 380 

(5 434 876) 

50 873 504 




Mkhambathini Municipality 

Annua! Financial Statements for the year ended 30 June 2012 

Notes to the Annual Financial Statements 

Figures in Rand 2012 2011 


3. Property, plant and equipment (continued) 
Reconciliation of property, plant and equipment - 2012 



Opening 

balance 

Additions 

Disposals 

Transfers 

Depreciation 

Impairment 

loss 

Total 

Land 

1 668 000 

- 

- 

- 

- 

(510 000) 

1 158 000 

Buildings 

7 420 678 

- 

- 

- 

(164 933) 

- 

7 255 745 

Other Assets 

1 928 757 

1 443 823 

(194 540) 

- 

(347 429) 

- 

2 830 611 

Roads and Paving 

24 426 705 

- 

- 

440 037 

(35 682) 

- 

24 831 060 

Work in Progress 

3 757 551 

8 080 980 

- 

(11 578 328) 

- 

- 

260 203 

Community Assets 

11 671 813 

2 295 473 

- 

11 138 291 

(1 795 490) 

(1 313 666) 

21 996 421 


50 873 504 11 820 276 

(194 540) 

- 

(2 343 534) (1 823 666) 58 332 040 
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Figures in Rand 




2012 

2011 

4. Intangible assets 


2012 



2011 


Cost/ 

Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Carrying value 

Cost/ 

Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Carrying value 

Computer software 

- 

- 

562 334 

197 422 

364 912 

Reconciliation of intangible assets - 2012 

Computer software 


Opening 

balance 

364 912 

Disposals 

(273 684) 

Amortisation 

(91 228) 

Total 


S. Employee benefit obligations 


Compensation to accounting officer and other key management 

Post-employment benefits - Pension - Defined contribution plan 69 820 67 71 5 


€. Other debtors 

Payment In Advance 

107 447 

1 272 447 

Other debtors 

445 427 

389 780 

UMDM 

43 875 

- 


596 749 

1 662 227 

7. VAT receivable 

VAT 

594 247 

2 306 708 

Opening balance 

2 306 708 

2 462 040 

Received 

(4 505 248) 

(1 547 561) 

Claimed during the year 

2 779 842 

1 371 438 

Unclaimed VAT 

116 846 

20 791 

Disallowed VAT 

(103 901) 

- 

8. Consumer debtors 

594 247 

2 306 708 

Gross balances 

Rates 

2 690 843 

2 813 142 

Less: Provision for debt impairment 

Rates 

977 909 

662 468 

Net balance 

Rates 

1 712 934 

2 150 674 
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8. Consumer debtors (continued) 


Rates 


Current (0 -30 days) 

168 070 

261 558 

30 days 

106 775 

203 717 

60 days 

152 551 

168 970 

90 days 

189711 

231 916 

120 days 

136 585 

238 509 

150 days 

151 585 

229 887 

180 days 

1 785 566 

1 366 470 

Discounting of debtors 

(265 511) 

(265 511) 

Provision for doubtful debts 

(712 398) 

(284 842) 


1 712 934 

2 150 674 


9. Cash and cash equivalents 
Cash and cash equivalents consist of: 


Cash on hand 

401 

3 400 

Bank balances 

10 831 526 

4 483 067 

Bank overdraft 

- 

(343 286) 


10 831 927 

4 143 181 

Current assets 

10 831 927 

4 486 467 

Current liabilities 

- 

(343 286) 

Standard Bank -Account number 052149978 

Standard Bank -Account number 354264338 

10 831 927 

4 143 181 

10. Revaluation reserve 

Opening balance 

15 652 956 

1 775 574 

Devaiuation(Revaiuation) 

(666 147) 

15 167 259 

Correction of prior year error 

■ 

(1 289 877) 


14 986 809 

15 652 956 


During the 2010/201 1 financial year, a correction of error of R1 .289,877 was passed as the Annual Financial Statements did 
not agree with the Trial Balance. 
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Figures in Rand 

2012 

2011 

11. Unspent conditionaf grants and receipts 

Movement during the year 



Municipal systems improvement grant 

Opening balance 

263 086 

386 671 

Current year receipts 

790 000 

750 000 

Conditions met - transfer to revenue 

(1 053 086) 

(873 585) 

Conditions still to be met - transfer to liabilities 

- 

263 086 

MAP 

Opening balance 

364 432 

429 432 

Current year receipts 

. 


Conditions met - transfer to revenue 

(85 630) 

(65 000) 

Conditions still to be met - transfer to liabilities 

278 802 

364 432 

Community development workers 

Opening balance 

11 225 

11 225 

Current year receipts 

- 

- 

Conditions still to be met - transfer to liabilities 

11 225 

11 225 

Corridor development 

Opening balance 

205 999 

205 999 

Financial management grant 

Opening balance 

335 965 

610 478 

Current year receipts 

1 500 000 

1 500 000 

Conditions met - transfer to revenue 

(1 762 416) 

(1 774 513) 

Conditions still to be met • transfer to liabilities 

73 549 

335 965 

Housing grant 

Opening balance 

468 105 

524 062 

Current year receipts 

510811 

1 001 385 

Conditions met - transfer to revenue 

{534 848) 

(1 057 342) 

Conditions still to be met • transfer to liabilities 

444 068 

468 105 

Lums grant 

Opening balance 

46 537 

46 537 

Current year receipts 

_ 


Conditions met - transfer to revenue 

- 

- 

Conditions stili to be met - transfer to liabilities 

46 537 

46 537 

Municipal infrastructure grant 

Current year receipts 

10 258 000 

8 224 000 

Conditions met - transfer to revenue 

(8 618 426) 

(8 224 000) 

Conditions still to be met - transfer to liabilities 

1 639 574 

■ 

Soul buddies 

Opening balance 

11 460 

11 957 

Current year receipts 

. 

- 

Conditions met - transfer to revenue 

(300) 

(497) 

Conditions still to be met - transfer to liabilities 

11 160 

11 460 
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Figures in Rand 

2012 

2011 

11. Unspent conditional grants and receipts (continued) 

Sport grant 



Opening balance 

443 167 

113099 

Current year receipts 

150 000 

1 050 000 

Conditions met - transfer to revenue 

(458 060) 

(719 932) 

Conditions still to be met • transfer to liabilities 

135 107 

443 167 

Pound Grant 

Opening balance 

980 000 


Current year receipts 


1 000 000 

Conditions met - transfer to revenue 

- 

(20 000) 

Conditions still to be met - transfer to liabilities 

980 000 

980 000 

Electrification 

Opening balance 

- 

- 

Current year receipts 

7 000 000 

. 

Conditions met - transfer to revenue 

(4 880 173) 

- 

Conditions still to be met transfer to liabilities 

2 119 827 

- 

The nature and extent of government grants recognised in the annual financial statements are indication of other forms of 
government assistance from w/hich the municipality has directly benefited: and 

Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised. 

These amounts are invested in a ring-fenced investment until utilised. 

Non-current liabilities 



Current liabilities 

5 945 849 

5 945 849 

3 129 976 

3 129 976 

12. Trade and other payables 

Trade payables 

269 452 

331 863 

Creditors 

117 442 

405 644 

Other creditors 

177 344 

85 904 

Retention 

1 560 448 

396 545 

UMDM 

_ 

87 624 

Bonus and Leaves Accruals 

822 413 

2 947 099 

1 355 598 

2 663 178 
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13. Property rates 
Rates received 


Commercial 

6 851 744 

6 878 665 

Income foregone - rebates 

(179 492) 

(159 650) 

Income foregone - exemption 

(902 414) 

(852 018) 

Income forgone - phasing in 

(889 323) 

(1 717 008) 


4 880 515 

4149 989 

The Municpal Property Rate Act was implemented in the year 2009/2010. 



The following are the rates randages that were applied to the valuation in respect of the various categories: 

Residential ; 

R000848 (2010: R0.008) Agriculture - R0.00212 (2010 ;R0.002) .VAcant Land - R 

0.00848 (2010 :R0.008) 

, Industrial : 

R0.01049 (2010 ;0.0099) .Bussuness and Commercial R0.01049 (2010 : R0.0099 ) 

.Public Service infrastructue R0.0212 

(2010 ;R0.002 ). The Other R0.0149 (2010 : R0.0099) All Residential Propertyu owners are exempt from paying on the first 

R300000 (2010 : R30000) of the property value. Pensioners ,diild headed households .disability grantees 

and medicaly 

boarded are entitled to 20 % discount of their property value (Exclusive of R30000 refered to earlier } on request by 
application. Further 15 % discount is grante to all properties with land claim. Properties that were rated for the first time in 

2009/2010 are entitled to 50 % phasing ♦ In Rebate (2010 :76 % ).No retes are levied on the first R15000 (2010 : 15000 value of 

Vacant land. 



14. Government grants and subsidies 



Equitable share 

23 866 000 

20 601 419 

Library Grant - Art and culture 

247 894 

96 000 

Grants and subsidies - operational 

. 

3 745 721 

DSD 

64 414 

. 

Electrification Grant 

4 880 173 


Financial Management Grant 

1 762 416 

. 

Housing Grant 

534 848 

. 

MAP 

85 630 

. 

Municipal infrastructure Grant 

8 618 426 

. 

Municipal System improvement 

1 053 086 

. 

LGSETA Grant 

71 035 


Sport Grant 

458 061 

. 

Municipal Infrastructure Grant to purchase PPE 

- 

10 039 148 


41 641 983 

34 482 288 

Equitable Share 



In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 

15. Other income 



Other Revenue 

. 

324 823 

Library Photocopies 

5 458 

7 287 

Clearance Certificates 

15 123 

8 566 

Subscription Library 

312 

215 

Tender Fees 

41 930 

51 967 

Building Plan 

80 299 

91 987 

Library Fees 

8816 

5 280 

Library Fines 

1 344 

. 

Hall Hire 

320 

- 


153 602 

490115 
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16. General expenses 



Stores and Materials 

22 453 

63 807 

Advertising 

114812 

77 582 

Auditors Fees 

864 234 

606 835 

Bank charges 

104 308 

89 003 

Materials 

- 

7 249 

Legal Expenses 

206 569 

35 259 

Consumables 

57 215 

. 

Valuation Fees 

99 193 

2 456 

Discount allowed 

315 440 

153 397 

Capacity Building 

- 

5 702 

Insurance 

95 301 

104 075 

Community development and training 

868 048 

1 769 772 

Conferences and seminars 

84 496 

89 551 

IT expenses 

275 238 

- 

Lease rentals on operating lease 

89 757 

304 448 

Levies 

104 052 

■ 

Licence Renewal 

15 876 

7 169 

Disaster Management 

59 757 

61 593 

Fuel and oil 

519 448 

326 890 

Postage and courier 

23 163 

21 080 

Printing and stationery 

305 676 

210 886 

Protective clothing 

98 686 

44 078 

Security (Guarding of municipal property) 

59 883 

84 079 

Telephone and fax 

302 479 

606 610 

Training 

414 451 

123 858 

Subsistence and travelling 

32 855 

19 627 

Waste Management 

119 307 

109 681 

Electricity 

511 813 

444 688 

Tourism development 

42 399 

. 

Art and Culture 

201 854 

114 594 

Building Control 

82 567 

73 577 

Civic and Hospitality 

141 573 

94 800 

Miscelleneous Expenses 

103 901 

27 779 

Chemicals 

181 191 

210429 

Convention bureau 

• 

94 433 

Stipend - Ward Councillors 

228 000 

- 


6 745 995 

5 884 987 
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17. Employee related costs 

Basic 

10 449 193 

9 932 552 

Bonus 

616 452 

644 569 

Medical aid - company contributions 

541 990 

390 272 

UIF 

230 645 

6 000 

WCA 

6 844 

83 497 

SDL 

132 295 

27 782 

Leave pay provision charge 

677 179 

358 770 

Cell Phone Allowances 

44 800 

40 000 

Post-employment benefits - Pension - Defined contribution plan 

1 584 244 

1 340 231 

Travel, motor car, accommodation, subsistence and other allowances 

252 000 

243 136 

Overtime payments 

621 450 

483 204 

Acting allowances 

37 064 

15 694 

Housing benefits and allowances 

69 820 

67 715 

Bargaining Council Contributions 

5 912 

3 557 


15 269 888 

13 636 979 

Remuneration of municipal manager 

Annual Remuneration 

696 642 

647 769 

Travel Allowance 

36 000 

36 000 

Back Pay 

7 775 

9 997 

Contributions to UIF, Medical and Pension Funds 

65 925 

28 137 

Leave Pay 

123 202 

. 

Reimbursment 

. 

8 835 

Cellphone Allowances 

12 000 

12 000 


941 544 

742 738 

Remuneration of chief finance officer 

Annual Remuneration 

556 301 

494 030 

Travel Allowance 

55 000 

60 000 

Back Pay 

6 474 

8 324 

Contributions to UIF, Medical and Pension Funds 

34 188 

48 689 

Leave Pay 

200 686 

. 

Cellphone Allowances 

8 800 

9 600 

Acting allowance 

1 692 

- 


863 141 

620 643 

Remuneration of Manager of Community Services 

Annual Remuneration 

497 529 

491 281 

Travel Allowance 

66 000 

72 000 

Back Pay 

6 474 

8 324 

Contributions to UIF, Medical and Pension Funds 

12 966 

13 677 

Cellphone Allowance 

8 800 

9 600 

Housing Allowances 

38 500 

42 000 


630 269 

636 882 

Remuneration of Manager Technical Services 

Annual Remuneration 

410 800 


Travel Allowance 

40 000 


Performance Bonuses 



Contributions to UIF, Medical and Pension Funds 

998 

- 


451 798 

- 
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